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lucky stores, inc. The 1980's have evolved as a decade of 
>. .. unprecedented change in customer ^ 
lifestyles and attitudes. This provides 
opportunities for '■ retailers. And Lucky has re¬ 
sponded. Building y," upon a loyal customer base 
and a tradition of offering exceptional value, we 
have vigorously and successfully implemented 
research-based marketing programs* designed if 
to. keep Lucky at the forefront of our industry., : 

With new insights into what ** shoppers expect 
today, and plans in place to -j* assure “that we 

live up to those expectations, our' Company is . 
^ in the midst of very exciting and potentially 
rewarding times, annual report isiw 
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REPORT TO 
SHAREHOLDERS 


T his was a year of sub¬ 
stantial progress m 
completing the posi¬ 
tioning of Lucky as a 
customer-driven retailer 
strongly established in 
each market that we serve. 
Lucky now consists of eight 
business units... four geo¬ 
graphically based food 
divisions, Gemco member¬ 
ship department stores and 
three specialty retailing 
groups—Fabrics, Auto¬ 
motive, and Yellow Front. 
Each business is positioned 
to be a significant contribu¬ 
tor to the profitability of our 
Company. 

Key Evenis: 

In 1984 Lucky opened or 
acquired 158 new stores. 
Three acquisitions of 58 
food stores enhanced our 
market position in Southern 
California and Florida. The 
eight operating divisions/ 
subsidiary also opened 100 
new stores. These 158 new 
stores increased net retail 
space by four percent. In 
February 1985 our Hancock 
Textile Co., Inc. Subsidiary 
purchased the 104-store 
Minnesota Fabrics chain. 
This acquisition makes 
Hancock the leading re¬ 
tailer of fabrics m America. 

During 1984, several dis¬ 
positions and consolida¬ 
tions were accomplished. 
Over a several-year period 
performance had deterio¬ 
rated in the Pic-A-Dilly/It's- 
A-Dilly off-price apparel 
division resulting in sub¬ 
stantial losses in 1984. Dur¬ 


ing the third quarter, the 
entire 240-store division 
was sold. In the Midwest, 

14 unprofitable food stores 
in Wisconsin were sold and 
we announced plans to sell 
17 other food stores in the 
Chicago area. In March 
1985 all the food stores m 
Houston were sold or 
closed. Additionally, the 
Automotive Division sold a 
group of 77 outlying stores, 

Altogether 392 stores 
were sold or closed m 
1984. Substantial operating 
losses have been elimi¬ 
nated and more than $60 
million of capital Las been 
made available for use in 
developing other segments 
of the Company. 

Capital expenditures of 
$188 million were used to 
accelerate the program 
of major remodels and 
expansion of food stores 
into Food Centers which 
emphasize quality perish¬ 
ables and in-store bakeries 
and delis. Capacity at the 
Regal sausage plant was 
doubled In March of this 
year a new beverage plant 
began operation m South¬ 
ern California. Going for¬ 
ward, Lucky plans to invest 
m excess of $1 billion over 
the next five years. Em¬ 
phasis will be on major 
remodels and enhanced 
information and produc¬ 
tivity systems. Approx¬ 
imately 100 new stores 
will be added each year. 

Financial Highlights: 

Sales advanced to record 
levels, but earnings, exclud¬ 
ing nonrecurring items, 
remained essentially flat. 


Led by strong growth in 
the food segment, total 
Company sales exceeded 
$9 billion, ten percent over 
the previous year. Earnings 
in food stores were up 18 
percent. Fabrics and the 
Yellow Front stores also 
did well, but declines in 
Gemco and Automotive, 
along with a loss in the 
divested apparel division, 
more than offset the gains. 
As a result, net earnings for 
the total Company of $94.6 
million were ten percent 
below last year. Primary 
earnings per share were 
$1.84 versus $2.05. 
ood operations 
achieved a standout 
performance. The 
two California-based 
food divisions, along with 
Florida, had record earn¬ 
ings. These records were 
achieved while absorbing 
substantial costs related to 
the acquisition of the 58 
food stores during the year. 
Progress was also made 
in the still economically 
troubled Midwest. 

In the Specialty segment, 
Fabrics posted another 
record year. Yellow Front 
had the best fourth-quarter 
comparable sales gam in 
the Company and a fine 
year. Automotive is now a 
consolidated western 
regional chain of nearly 400 
stores poised to resume 
profitable growth. 

Gemco was affected by 
disappointing sales during 
the crucial Christmas Sea- 
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REPORT TO 
SHAREHOLDERS 

(CONTINUED) 


son; the effects of a costly 
11-week, pre-Christmas 
strike m Southern Califor¬ 
nia that disrupted half of 
the stores; and the over¬ 
head burden of substantial 
investment in merchandis¬ 
ing systems and staff. Soft 
sales continue and this divi¬ 
sion will have a difficult first 
half in 1985. Two revolution¬ 
ary new Gemco prototype 
stores opened March 6, 
1985. Gemco also has a 
new President, Stan 
Brenner, an experienced 
retail merchant who took 
charge late in February. 

People: 

ike 1984, this coming 
year will be a time of 
substantial organiza¬ 
tional change The 
Board has granted my 
request for a less active 
role and John Lillie will 
become Chief Executive 
Officer following the 
Annual Shareholders' 
Meeting. John is an enor¬ 
mously capable executive 
who will set high standards 
and high expectations for 
Lucky. 


Directors Bud Fisher 
and Jim Petit will not be 
standing for reelection 
as a result of service poli¬ 
cies applicable to former 
Chief Executive Officers 
and Board members. Their 
counsel and support has 
been invaluable. Jerry 
Sgobassi, Vice President- 
Meat Operations and Wally 
Nelsen, Vice President- 
Produce Merchandising, 
both reached 35 years of 
service with the Company. 
Jerry retired and was suc¬ 
ceeded by A1 Ceccanti. 

Ed Odron took over for 
Wally this spring. Chris 
McLain, Corporate Secre¬ 
tary and Counsel and Jim 
Clark, Planning Director, 
were elected Vice Presi¬ 
dents as was A1 Ceccanti. 

In July, Dick Brooks joined 
the Company as Vice 
President, Finance and 
Treasurer. Larry Del 
Santo's responsibilities 
were broadened to include 
both the Gemco and Spe¬ 
cialty general merchandise 
businesses. 

Outlook: 

A key goal of our strategic 
planning effort has been to 
focus the overall business. 


Much has been accom¬ 
plished toward meeting 
this objective over the past 
three years. Although the 
effort has been costly, level 
earnings from operations 
have been maintained. 

It is time to be upward 
bound again. The chal¬ 
lenge to the entire Com¬ 
pany is to operate each of 
these primary business 
segments superbly well 
and to achieve steadily 
increasing profitability that 
rewards shareholders and 
our 67,000 Lucky employ¬ 
ees. Our commitment is to 
achieve that result in 1985. 

On a personal note, I am 
deeply grateful for the long 
and very satisfying career 
with this marvelous Com¬ 
pany. The opportunities 
have been...and remain... 
boundless; the environment 
stimulating, the people 
relationships enduring. 

My thanks to all. 



S. Donley Ritchey 
Chairman of the Board and 
Chief Executive Officer 


Don Ritchey John Lillie 
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N early six years ago I 
joined Lucky Stores, 
Inc. A year later Don 
Ritchey became Chief 
Executive Officer, and in 
1981,1 was promoted to 
President. That began a 
fine partnership to which 
each of us brought comple¬ 
mentary skills and experi¬ 
ences. We also shared 
common beliefs about fun¬ 
damental values which 
have made Lucky a great 
Company—beliefs in the 
value of people and the 
equal importance of all 
members of the team, high 
standards of performance, 
uncompromising integrity. 
We knew that the size and 
complexity of the business 
as well as rapid changes 
in the characteristics and 
needs of our customers 
required significant new 
ways of doing business 
Don Ritchey brought the 
courage and the leader¬ 
ship required to make the 
necessary changes. Many 
of them required modifica¬ 


tion or additions to our 
culture and organization, 
which are the most diffi¬ 
cult changes to make. Out¬ 
side professionals have 
been utilized to begin the 
strengthening of our skills 
in planning, financial and 
statistical analysis and mar¬ 
ket research. New people 
have been hired to further 
augment these skills and to 
add strength to our general 
management and merchan¬ 
dising group. Larry Del 
Santo, who joined our Sen¬ 
ior Management team last 
year, brings superb mer¬ 
chant skills to Lucky 
Don had always said that 
the complexity of running 
the Company increased 
geometrically with the 
number of businesses. 
Eventually this became 
expressed m a central 
statement of our Strategic 
Plan: "Grow profitably by 
focusing on a limited num¬ 
ber of retail businesses that 
we are capable of manag¬ 
ing exceptionally well." 
During the past five years 
we have divested busi¬ 
nesses that were too small, 
poor fits, or outposts. 

We have acquired groups 
of stores which have ex¬ 


panded our current busi¬ 
nesses and strengthened 
our presence in current 
markets. Our thrust will be 
to continue to grow in exist¬ 
ing markets where we 
have substantial presence. 

Three years ago we 
dipped below our goal of 
20 percent Return on Equity 
which had been maintained 
for nearly twenty years. 

This has been the price 
of a difficult transition pe¬ 
riod and our investment in 
our future. 

e believe our eight 
operating units can 
be managed excep¬ 
tionally well by our 
people. Our strategies 
emphasize growth in exist¬ 
ing markets, strengthening 
of our marketing and mer¬ 
chandising capabilities, 
investment and leadership 
m productivity advances, 
and development of our 
people, especially the gen¬ 
eral managers of our future. 
Successful implementation 
of these strategies will 
enable us to exceed our 
Return on Equity goal in 
the years ahead. 



It’s a great privilege to 
anticipate the opportunity 
to lead your Company. It's 
a similar privilege to suc¬ 
ceed Don Ritchey who 
epitomizes the very best of 
our people values and to 
say to him "thank you" on 
behalf of his many asso¬ 
ciates and friends within 
the Company for his thirty- 
one years of selfless serv¬ 
ice to make this a better 
place to be. 



John M. Lillie 
President 
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FOOD STORES 


O ur food stores 
serve shoppers 
seeking excep¬ 
tional value. We 
provide it by offering 
a wide variety of 
quality food products, 
perishables, and 


specialty deli and 
bakery items at 
everyday low prices. 


4 


The shopper of five or ten 
years ago was satisfied 
with a moderate selection, 
basic services and, perhaps 
above all else, low prices 
from a food store. Our food 
stores have always pro¬ 
vided these very well. 



A “Five Star” selection ol meat and fish. 


With the increase in two 
income families, subse¬ 
quent rise m discretionary 


income, and less time to 
shop, consumers today 
expect more from their 
food store—more variety, 
more convenience, more 
services; in short, more 
value for their food dollar. 
Our stores have made 
great strides in responding 
to these expanding con¬ 
sumer needs. 

Market research con¬ 
firms that today's shoppers 
place perishables, espe¬ 
cially produce, high on 
their list of most important 
features when choosing 
a food store. 

I n response, Lucky has 
been placing much 
greater emphasis on 
both produce and meat. 
Unusual and exotic fruits 
and vegetables have been 
added to what was already 
an abundant produce 
selection. New 
chandising trea' 
ments have 



helped create a farm fresh 
atmosphere. In both new 
store construction and 
remodelings, produce 
departments are being 
placed at the front of our 
stores and expanded in 
size because of their 
importance to today's shop 
pers, and because they 
play a key role in establish 
ing a first impression of 
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quality, freshness and the five star symbol, a rec- "California Collection" of 


selection. 

Meat is usually the larg¬ 
est single dollar purchase 
on any shopping list. Vari¬ 
ety and choice have 
become more important to 
consumers. In response, 
Lucky has complemented 
our current offering of 
beef, pork and poultry with 
an expanded selection of 
veal, lamb and seafood. 

This emphasis was culmi¬ 
nated m the recent intro¬ 
duction of a new meat 
identification program, 

"Five Star Meats." Extensive 
advertising and in-store 
meat department changes 
have been implemented 
to strengthen the quality 
perception ol our meats 
through an association with 


ogmzed international mark 
of excellence. 

arket research also 
indicates that delis 
and bakeries are 
becoming increas¬ 
ingly important to super¬ 
market shoppers. The 
rapid addition of service 
departments to our stores 
offers our customers 
greater convenience and 
more selection than ever 
before. We anticipate hav¬ 
ing 278 delicatessens and 
201 bakeries in our food 
stores by the end of 1985, 
more than a threefold in¬ 
crease over a year ago. 

We have also devoted 
particular attention to 
cheese and wine, We 
expanded our cheese 


wines in our California 
stores, a selection of over 
150 fine wines chosen by 
wine experts from about 
3,000 local vintages. 



the added variety our customers want. 

While we have been 
making merchandise 
changes, technology con- 




expenmentmg with elec¬ 
tronic funds transfer sys¬ 
tems that permit our cus¬ 
tomers to pay their food 
bills with a bank debit 
card rather than with a 
check or cash. 

A subtle, though signifi¬ 
cant, name change has 
been taking place in our 
four food divisions this past 
year. We eliminated the 
word "discount" from store 
logos, signing and adver¬ 
tising. Now identified as 
“Food Centers," our stores 
offer enhanced merchan¬ 
dise assortments to keep 
pace with changing cus¬ 
tomer tastes. But one thing 
doesn't change. We remain 
solidly committed to our 
everyday low price pro¬ 
gram that has traditionally 
provided the recogniz¬ 
able value our customers 
demand. 
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G emco stores 
offer general 
merchandise 
and food 

selected to meet the 


needs of today’s 
youthful family shop¬ 
pers, and other 
consumers who 


appreciate the one- 
stop shopping advan¬ 
tages of our unique 
membership store. 


From working mothers with 
young families to weekend 
gardeners and gourmet 
cooks, today's Gemco 
members represent active, 
time-conscious people. 

The convenience of being 
able to buy the right selec¬ 
tion of quality general mer¬ 
chandise and food m a 
single store is increasingly 
valuable to them. 

In March 1985, Gemco 
introduced the latest evolu¬ 
tion in one-stop shopping 
by opening two new proto¬ 
type stores—in Rowland 
Heights and Encinitas, Cali¬ 
fornia. These stores reflect 
the results of our ongoing 
consumer research, and 
include a variety of design 
and merchandising tech¬ 
niques tested and refined 
in several of our most 


recent Gemco stores. They 
offer the merchandise our 
members want in a better 
organized, more efficient 
shopping environment, 



Expanded selections of electronic 
equipment appeal to today's GEMCO 
members. 


one that is consistent with 
their changing lifestyles 
and tastes. 

Like all existing Gemcos, 
our new prototype stores 
offer a wide array of mer¬ 
chandise m five major 


women and children; hard- 
goods such as automotive 
supplies, sporting goods, 
toys and garden needs; a 
home section featuring 
bedding, bath accessories, 
tabletop and home elec¬ 
tronics; service-intensive 
specialty departments such 
as fine jewelry, major 
appliances, a pharmacy 
and an optometrist; and a 
complete supermarket, 
he supermarket is a 
focal point of the new 
prototype Gemco 
store. It includes a 
large, centrally located 
produce department, a 
fresh seafood department, 
a full service delicatessen 
and bakery, and an adja¬ 
cent pharmacy. It is more 
than 25 percent larger than 
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the supermarket in our 
older stores, and incorpo¬ 
rates the latest merchandis¬ 
ing and design techniques 
used in the industry. 

Additionally, our proto¬ 
type stores, and four of our 
Phoenix stores, are testing 
a single bank of check- 
stands in the front of the 


store. This allows members 
to complete both food and 
general merchandise trans¬ 
actions in one quick and 
efficient stop. 

Our new Rowland 
Heights and Encinitas 
stores offer our members 
an exciting new shopping 
environment They reflect 
Gemco’s unique personal¬ 
ity and create a tasteful, 
distinctive setting for the 
general merchandise and 
food products we sell. 
We're looking forward to 
incorporating what we 
learn from these proto¬ 
types into the other Gemco 
stores located throughout 
California, Arizona and 
Nevada. 

In all of our Gemco stores, 
we have sought to improve 
and broaden the variety of 
products available. 


Expanded selections of 
electronics such as VCR's 
and stereo systems, that 
appeal to today's young 
shopper, and our new 
Young Men's Fashion 
Department are good 
examples of our expand¬ 
ing merchandise lines. 

W e are also em¬ 
phasizing better 
merchandise pres¬ 
entation. Each 
department must be mer¬ 
chandised and staffed in a 
manner that complements 
the products being offered, 
and presents them in a way 
that our members find logi¬ 
cal and convenient. 

We have looked at how 
we could make our current 
stores easier to shop. New 
and remodeled stores fea¬ 
ture a well-defined 
gswks circulation pattern 
providing a 


simple and easy route 
throughout the store. 
Departments are logically 
located with special mer¬ 
chandise fixtures and 
added department identifi¬ 
cation signs to make shop¬ 
ping more convenient. 

Gemco is focusing its 
efforts on providing the 


right merchandise to busy 
members who appreciate 
the unique convenience of 
our one-stop shopping store. 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 




SPECIALTY 


0 store customers 
vary by store 
type—women 
who like to sew at 
home, young fami¬ 
lies who enjoy the 
outdoor lifestyle typi¬ 
cal of the areas in 
which our Yellow 
Front stores operate, 
and the automotive 
do-it-yourselfer. 


Our emphasis on meeting 
our customers' changing 
needs is also illustrated m 
the new marketing and 
merchandising strategies 
evident in our specialty 
stores. Overall, we are 
aggressively remodeling 
stores, improving product 
presentation and selec¬ 
tively expanding merchan¬ 
dise lines. We are also 
strengthening in-store 
training programs so that 
our sales people are 
equipped with the knowl¬ 
edge to provide the 
appropriate level of cus¬ 
tomer service for a spe¬ 
cialty store. 

Fabrics 

Our fabric store customers 
are more than just sewing 
hobbyists. They sew for 
themselves, their families 
and their homes. As a result 



Fabric customers seek value and qual¬ 
ity in the fabrics, notions, and crafts 
they purchase. 

rials they purchase, and 
creative and knowledge¬ 
able assistance from our 
sales people. Hancock has 
been responding to their 
needs m a variety of ways. 

We have placed stronger 
emphasis on designer pat¬ 
terns and quality fabrics 
such as fine cottons and 
imported woolens because 
our customers are more 
fashion and quality con¬ 


scious than m the past. In 
addition, product lines 
have been expanded to 
include larger selections of 
drapery and upholstery 
fabrics to meet an increas¬ 
ing demand for home dec¬ 
orating merchandise. Craft 
centers are also being 
added to our stores to ena¬ 
ble us to expand this popu¬ 
lar category of merchandise. 

O ur recent acquisition 
of the Minnesota Fab¬ 
rics stores expands a 
successful business 
and emphasizes our contin¬ 
uing commitment to pro¬ 
viding exceptional value to 
fabric customers through¬ 
out the country. 

Yellow Front Stores 

Our Yellow Front stores 
have embarked upon a 
major remodel program 
designed to update store 
appearance and present 
our merchandise more 
effectively. A new loop 
traffic pattern for our Yel¬ 
low Front stores will better 
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utilize the space in these 
units and make it easier for 
our customers to shop. We 
are increasing our mer¬ 
chandise variety to extend 
beyond the traditional, fre¬ 
quently used products that 
we have always carried. 
Enlarged sporting goods 
departments now include 
health and exercise equip¬ 
ment, as well as camping 
and outdoor equipment. 
New categories include 
greeting cards, stationery 
and artificial flowers... 
items that are proving very 
successful. These changes 
have been tested in our 
prototype stores this past 
year, and will be incorpo¬ 
rated into existing stores 
as part of this year's re¬ 
model program. 

In response to a need for 
increased customer aware¬ 
ness, Yellow 
Front 
recently 


initiated a "You Are # 1” 
service campaign. This pro¬ 
gram includes customer 
response cards that are 
answered personally by 
the Division President. The 
results have been very use¬ 



ful in helping us to be more 
responsive to the needs of 
our Yellow Front customers. 

Automotive Stores 

Our Automotive Division is 
continuing the remodel 
program that was started 



last year. In addition to 
updating the appearance 
of our stores, new store 
layouts and merchandise 
plans for both Kragen and 
Checker stores permit 
better merchandise pres¬ 
entation and an improved 
assortment of automotive 
products. 

M any of our auto¬ 
motive customers 
are accomplished 
mechanics. While 
they want maintenance 
items such as oil, spark 
plugs and filters they also 
want a wide variety of 
parts for more substantial 
work—parts such as gen¬ 
erators, carburetors and 
water pumps. 

Our Kragen stores have 
long offered a very broad 
assortment of merchandise 
and catered to the do-it- 
yourself mechanic. Checker 
stores provided a much 
more limited number of 
items We are now expand¬ 
ing the number of items 



Automotive customers demand a wide 
range of merchandise and knowledge¬ 
able sales help. 

we carry in the Checker 
stores to about 8,000, com¬ 
pared to 3,500 previously 
carried. In addition, our 
sales people have received 
extensive product and sales 
training so they can provide 
both the accomplished do- 
lt-yourselfer and the novice 
with the required assistance. 
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MANAGEMENT’S 
DISCUSSION AND 
ANALYSIS 



SALES 

Dollars in Billions 


NET EARNINGS 

Dollars in Millions 


CAPITAL 

EXPENDITURES 

Dollars in Millions 
Central 
Facilities 
ffl New Stores 
H Existing 


COMMON 

SHAREHOLDERS’ 

EQUITY 

Dollars in Millions 
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MANAGEMENT'S five-year summary of significant financial information 

DISCUSSION AND 

ANALYSIS 


(in thousands except per share amounts) 

1984 

1983 

1982 

1981 

1980 

Sales 

$9,236,529 

$8,388,155 

$7,972,973 

$7,133,676 

$6,391,095 

Earnings from continuing operations 

94,631 

1C5.400 

97,763 

96,822 

90,782 

Earnings (loss) from discontinued 
operations 



(5,535) 

(1,370) 

(324) 

Net earnings 

Earnings per common share 

94,631 

105,400 

92,228 

95,452 

90,458 

Primary: 






Continuing operations 

1.64 

2.05 

1.91 

1.90 

1.80 

Discontinued operations 



(.11) 

(.02) 


Net earnings 

Fully diluted: 

1.84 

2 05 

1.80 

1.88 

1.80 

Continuing operations 

1.81 

2.02 

1.88 

1.87 

1.76 

Discontinued operations 



(11) 

(02) 


Net earnings 

1.81 

2.02 

1.77 

1.85 

1.76 

Cash dividends per common share 

1.16 

1.16 

1.16 

1.13 

1.12 

Tbtal assets 

1,801,759 

1,713,206 

1,609,127 

1,524,444 

1,400,601 

Capital expenditures 

Long-term obligations: 

188,462 

122,262 

106,977 

153,473 

146,794 

Operating companies 

149,008 

137,537 

125,428 

124,281 

128,489 

Real estate subsidiaries 

82,895 

86,916 

113,551 

103,023 

106,946 

Capital lease obligations 
(long-term portion) 

152,466 

155,010 

166,899 

177,152 

179,358 

Redeemable preferred and 
preference shares 

17,400 

17,450 

17,500 

17,500 

17,500 

Common shareholders’ equity 

609,442 

573,619 

526,400 

491,127 

451,613 


Results for 1984 include 53 weeks. 


11 
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MANAGEMENT'S 
DISCUSSION AND 
ANALYSIS 


(CONTINUED) 


FINANCIAL CONDITION 

Lucky continues to maintain a strong financial con¬ 
dition. Cash and short-term securities at February 
3, 1985 exceeded $119 million. The prmcipal 
source of funds over the past three years has been 
from current operations. During 1984, $201 million 
was used primarily for store acquisitions, fixtures 
and equipment in new and remodeled stores, 
additions to central facilities and dividends. 

Capital spending during 1984 was over $188 mil¬ 
lion compared with $122 million in 1983 and $107 
million in 1982. During 1984 the Company contin¬ 
ued its aggressive remodeling program with the 
majority of our capital spending concentrating on 
modernizing and enlarging existing stores and 
openmg new stores. Over $68 million was spent 
remodeling existing stores, an increase of $20 mil¬ 
lion from 1983 levels. Almost $47 million was spent 
on new store fixtures and equipment and new 
store buildings, a slight increase from last year. 

The balance was spent for store acquisitions and 
central facilities. 

The Company’s capital spending m 1985 will con¬ 
tinue to be concentrated on our existing store 
base. Over half of our capital expenditures planned 
for 1985 will be devoted to modernizing and up¬ 
grading our stores. 

The Company may also provide interim financing 
for the construction of stores and support facilities. 
At February 3, 1985 over $76 million was mvested 
in new store construction. We plan to sell and 
lease back these stores and restore this cash to 
working capital during 1985. 

Short-term cash and seasonal inventory financing 
requirements may be met through bank borrow¬ 
ings or the issuance of commercial paper. The 
commercial paper is backed by the Company’s 


credit lines totaling $210 million, of which $145 mil¬ 
lion is in the form of a revolving credit and term 
loan agreement. During 1984 Lucky did not issue 
commercial paper or borrow under the credit 
lines, but did finance some seasonal inventory re¬ 
quirements through unsecured bank borrowings. 

Lucky continued to improve its leverage ratios 
throughout the year, which increases our debt 
capacity and broadeas our access to external 
financing at competitive rates. Our goal is to main¬ 
tain a 40 percent debt/capitalization ratio, exclud¬ 
ing operating leases, and a 65 percent ratio, 
including operating leases. Lucky was well within 
these ranges at the end of 1984. 

In 1985 capital available to Lucky from the pro¬ 
jected internal and external sources will be ade¬ 
quate to finance the planned expansion while 
maintaining a strong, liquid financial position. 


HESULTS OF OPERATIONS 

Sales for 1984 increased more than ten percent to 
$9.2 billion. Comparable store sales increased five 
percent for the year. The strong sales growth ex¬ 
perienced during the first half of the year slowed 
as the year progressed. The Company continues 
to realize significant sales growth in real terms. 

Net earnings were $94.6 million, a decline of ten 
percent from $105.4 million last year. Earnings 
comparisons are affected by nonrecurring dispo¬ 
sitions during each of the past three years: the loss 
of $4.7 million from the disposition of the off-price 
women's apparel division in 1984, the gam of $5.6 
million from the sale of the Memco stores m 1983 
and the loss of $5.5 million from the sale of the res¬ 
taurant subsidiary m 1982. Excluding the effect of 
these dispositions, net earnings were essentially 
even during these three years In addition, sales 
and earnings comparisons for 1984 benefited from 
a 53-week year. Gross margins have remained 
relatively constant overall since 1982; however, 
the mix of gross margin contribution has changed. 
Food stores, Fabrics and Yellow Front have m- 


12 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 


MANAGEMENT’S 


DISCUSSION AND 


ANALYSIS 


creased gross margins as a result of improved 
product mix while the Gemco and Automotive 
stores have experienced declining margins due 
to competitive pressures. Operating expenses as 
a percent of sales have remained relatively sta¬ 
ble over the past three years with some increase 
occurring in 1984 due to conversion costs of ac¬ 
quired stores and remodeling programs. 

FOOD STORES ‘ 

Food stores, the Company's largest segment, con¬ 
tributed over 69 percent of total earnings on 67 
percent of sales. Earnings increased $18 million or 
18 percent over last year on a sales mcrease of 12 
percent. The strong sales growth, although par¬ 
tially attributable to the additional sales volume of 
the acquired food stores m Southern California 
and Florida and the 53rd week, continued to out¬ 
pace the rate of inflation Gross margins increased 
during the year due to an improved product mix 
and additional specialty departments m our stores. 
The significant earnings improvement resulted 
from the higher gross margins which more than 
offset increased operatmg costs incurred m con¬ 
verting the acquired stores and the effects of a 
strike m Central Illinois. 

GEMCO STORES " 

The operatmg results of the Gemco stores 
declmed significantly during 1984. Sales were over 
$2.3 billion; pretax earnings of $22.8 million were 
down 52 percent from the $47.5 million earned last 
year which mcluded the Memco gam. Tbtal and 
comparable store sales mcreased mne percent. 
Double-digit sales increases were recorded in the 
first half of the year as a result of strong general 
merchandise sales and the continuation of the 
aggressive food pricing program initiated m late 
1983. Sales trends weakened m the last half of the 
year, partially attributable to an eleven-week 
strike affecting the majority of our Southern Cali¬ 
fornia stores and disappointing holiday sales. 
Reduced gross margins m the general merchan¬ 
dise departments due to heavy promotional efforts 
and overall higher operating costs contributed to 
the drop m earnings. In addition, both sales and 
earnings were negatively affected by the strike 
and the remodeling of four Phoenix stores. 


SPECIALTY STORES 

Operating results of the specialty stores were 
mixed. Sales were about even with last year, but 
pretax earnings were down 30 percent. Sales and 
earnings comparisons are affected by the disposi¬ 
tion of the women’s apparel stores during the year. 
Both Yellow Front stores and Fabrics reported 
strong gains while Automotive earnings declmed. 

Earnings of the Yellow Front stores rose 14 per¬ 
cent and sales were up six percent Operahng 
results benefited from higher gross margins result¬ 
ing from an improved merchandise mix and lower 
operating costs. 

Fabric earnings, up eight percent, continued to 
grow at a steady pace. Higher gross margins on 
warehoused promotional goods coupled with 
reduced operatmg expenses were responsible 
for the earnings growth. 

Tbtal Automotive store sales were up mne percent 
for the year reflecting a slower rate of growth than 
previous years, partially the result of fewer store 
openings. Comparable store sales were about 
even with last year. The decline m earnings was 
the result of deteriorating profits m the outlying 
stores which were sold at the beginning of 1985, 
further erosion of gross margins as a result of 
competitive pressures and overall higher oper¬ 
ating costs. 

The off-price women's apparel stores which have 
reported declining operatmg results since 1981 
were sold m September. In 1984, pretax earnings 
absorbed losses related to these stores of $8.3 
million. 


The consolidated results of operations have been 
less affected by inflationary factors during the past 
three years as the rate of inflation declined. A gen¬ 
eral discussion of the effects of inflation on the 
Company's operations is contained in the financial 
review under ''Supplementary Inflation Information." 
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FINANCIAL CONSOLIDATED EARNINGS 

STATEMENTS 


Years ended February 3, 1985, January 29, 1984, and January 30, 1983 
(in thousands except per share amounts) 

1984 

(53 weeks) 

1983 
(52 weeks) 

1982 
(52 weeks) 

Sales 

Cost of goods sold 

$ 9 , 236,529 

7 , 111,514 

$8,388,155 

6,460,461 

$7,972,973 

6,130,618 

Gross margin 

Expenses: 

Selling, general and administrative 

Depreciation and amortization 

Interest, net of interest mcome of $13,871, $18,120, and $8,568 

2 , 125,015 

1 , 836,748 

87,223 

27,627 

1,927,694 

1,640,916 

77,861 

21,900 

1,842,355 

1,561,314 

72,238 

32,373 

Gam on sale of Memco store locations 

1 , 951,598 

1,740,677 

6,000 

1,665,925 

Earnings from continuing operations before mcome taxes 

Income taxes 

173,417 

78,786 

193,017 

87,617 

176,430 

78,667 

Earnings from continuing operations 

Loss from discontinued operations of restaurant subsidiary 

94,631 

105,400 

97,763 

(5,535) 

Net earnings 

$ 94,631 

$ 105,400 

$ 92,228 

Earnings per common share 

Primary: 

Continuing operations 

Discontinued operations 

$ 1.84 

$ 2.05 

$ 1.91 

(.11) 

Net earnings 

$ 1.84 

$ 2.05 

$ 1.80 

Fully diluted: 

Continuing operations 

Discontinued operations 

$ 1.81 

$ 2.02 

$ 1.88 
(.11) 

Net earnings 

$ 1.81 

$ 2.02 

$ 1.77 


CONSOLIDATED RETAINED EARNINGS 


Years ended February 3, 1985, January 29, 1984, and January 30, 1983 
(m thousands except per share amounts) 

1S84 

1983 

1982 

Beginning of year 

$ 316,708 

$ 271,494 

$ 238,600 

Net earnmgs 

94,631 

105,400 

92,228 

Cash dividends: 




Preference 

( 1 , 370 ) 

(1,372) 

(1,374) 

Common—$1.16 a share 

( 58 , 944 ) 

(58,814) 

(58,670) 

Retained earnmgs of company acquired in pooling of interests 



710 

End of year 

$ 351,025 

$ 316,708 

$ 271,494 


See Financial Review 
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FINANCIAL CONSOLIDATED BALANCE SHEET 

STATEMENTS 


At February 3, 1985 and January 29, 1984 (in thousands) 

1984 

1983 

Current assets: 



Cash, including short-term investments of $45,143 and $99,367 

$ 119,406 

$ 147,264 

Receivables 

60,743 

48,152 

Inventories 

688,520 

702,383 

Prepaid expenses and supplies 

29,692 

24,615 

Properties for sale and leaseback 

76,797 

51,134 

Total current assets 

975,158 

973,548 

Property and equipment at depreciated cost 

660,451 

568,150 

Property under capital leases, less $37,097 and $85,243 
accumulated amortization 

123,904 

127,658 

Licenses, receivables and other assets 

28,695 

26,810 

Excess of cost over net assets acquired 

13,551 

17,040 

Total assets 

$1,801,758 

$1,713,206 

Current liabilities: 



Accounts payable 

$ 404,822 

$ 374,658 

Current instalments on Long-term obligations 

7,845 

8,776 

Current portion of capital lease obligations 

6,360 

6,176 

Income taxes 

26,203 

33,783 

Other taxes 

54,410 

49,961 

Payroll and employee benefits 

93,575 

89,544 

Other accrued liabilities 

84,143 

94,786 

Total current liabilities 

677,358 

657,684 

Long-term obligations 

231,903 

224,453 

Capital lease obligations 

152,466 

155,010 

Deferred income taxes 

56,639 

47,343 

Other deferred liabilities 

56,551 

37,647 

Contingencies—see Litigation 

Redeemable preference shares, redemption value $22,964 

Common shareholders’ equity: 

17,400 

17,450 

Common shares, $1.25 par value, outstanding 50,850,678 and 

50,739,660 shares 

63,563 

63,425 

Capital in excess of par value of shares issued 

194,854 

193,486 

Retained earnings 

351,025 

316,708 

Total common shareholders’ equity 

609,442 

573,619 

Total liabilities and shareholders' equity 

$1,601,759 

$1,713,206 


See Financial Review 
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CONSOLIDATED CHANGES IN FINANCIAL POSITION 


FINANCIAL 

STATEMENTS 


(CONTINUED) 


Yeais ended February 3, 1985, January 29,1984, and January 30,1983 
(in thousands) 

1984 

1983 

1982 

Earnings from continuing operations 

$ 94,631 

$103,400 

$ 97,763 

Expenses not requiring cash: 




Depreciation and amortization 

87,223 

77,861 

72,238 

LIFO charge 

7,000 

8,000 

13,000 

Deferred liabilities 

28,200 

16,284 

10,942 

Earnings (loss) and non-cash expenses from: 




Continuing operations 

217,054 

207,545 

193,943 

Discontinued operations 



(6,320) 

Tbtal earnings and non-cash expenses 

217,054 

207,545 

187,623 

Inventory reduction (growth) at current cost 

6,863 

(76,646) 

(34,807) 

Expansion of accounts payable 

30,164 

66,012 

1,951 

Sale (construction) of sale-leaseback properties 

(25,663) 

12,285 

(21,835) 

Current income tax obligations greater (less) than payments 

(7,580) 

(11,738) 

15,225 

Other taxes, payroll and liabilities m excess of 




(less) than payments 

(2,163) 

13,314 

21,263 

Increase in receivables and prepaid items 

(17,668) 

(5,884) 

(2,202) 

Cash provided by current operations 

201,007 

204,888 

167,227 

Long-term borrowings 

13,258 

16,428 

16,756 

Sale and leaseback of existing central facilities 



52,120 

Cash dividends 

(60,314) 

(60,186) 

(60,044) 

Additions to property and equipment: 




New and existing stores 

(158,916) 

(93,631) 

(81,439) 

New and existing central facilities 

(29,546) 

(28,631) 

(25,538) 

Reduction of debt and capital lease obligations 

(17,128) 

(45,251) 

(15,350) 

Disposition of property, equipment and capital leases 

20,233 

18,917 

22,448 

Other 

3,548 

8,504 

(15,625) 

Cash used by other financial activities 

(228,865) 

(183,850) 

(106,672) 

Increase (decrease) m cash and short-term investments 

(27,858) 

21,038 

60,555 

Cash and short-term investments: 




Beginning of year 

147,264 

126,226 

65,671 

End of year 

$119,406 

$147,264 

$126,226 


See Financial Review 
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FINANCIAL The financial review contains additional informa- Investment tax credits reduce income taxes in the 

REVIEW 1984 tion to aid in understanding and evaluating the year eligible equipment is put into use. 

Consolidated Financial Statements and other finan¬ 
cial data contained in this report. Dollar amounts, Interest cost of properties under development is capital- 
which m the statements are shown in thousands, ized during the development period, 

are shown m millions m the financial review for 

easier reading. Preopening costs of new stores are charged to 

expense in the year the store opens. These costs 
are primarily labor to stock the store, preopening 
SUMMARY OF ACCOUNTING POLICIES advertising, store supplies and other expendable 

Lucky's accounting policies conform with gener- items, 
ally accepted accounting principles, are appropri¬ 
ate to the Company’s business and have been Closed store costs, arising primarily from future lease 
consistently applied. obligations, are charged to income in the year 

they can be determined, usually when the store is 
Consolidated financial statements include accounts subleased for the remaining term of the lease, 
and operating results of all subsidiaries. All signifi¬ 
cant intercompany accounts and transactions are Retirement plan costs, including current costs and 
eliminated. amortization of past service costs (generally over 

periods up to 30 years), are charged to expense 

Sales include the rent received from concessions and funded by contributions to the respective 
m membership department stores, but not the retirement plan trusts each year, 
sales made by the concessions. 

Excess of cost over net assets acquired is amortized by 
Inventories are valued at the lower of cost or mar- use of the straight-line method over the estimated 
ket; cost is determined by the last-m, first-out fife, not exceeding 40 years, 

method for substantially all inventories. The cur¬ 
rent cost of inventories exceeded the LIFO cost by Earnings per share data include primary earnings 
$118 million at February 3, 1985 and $111 million at per share which represent net earnmgs-after pref- 
January 29, 1984. erence dividends, divided by the weighted aver¬ 

age number of common shares outstanding— 

Depreciation is computed by use of the straighi-line 50,811,627 for 1984, 50,700,493 for 1983 and 

method over the estimated useful lives of build- 50,552,311 for 1982. Fully diluted earnings per 

mgs, fixtures and equipment. Leasehold costs and share give effect to shares that may be issued for 
improvements are amortized over their estimated convertible securities and stock options where the 
useful lives or the remaining lease term, which- effect is to dilute earnings per share, 
ever is shorter. 

Maintenance and repairs are charged to expense as 
incurred and major improvements are capitalized. 

Property under capital leases is amortized on a 
straight-hne basis over the term of the lease. 
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FINANCIAL REVIEW 


ACQUISITIONS AND DISPOSITIONS 

During 1984, we purchased the fixtures, equipment 
and lease rights of 58 food stores, primarily in three 
separate transactions, for a total of $56 million. 
These stores are located in Southern California 
and Florida. 

In September 1984, Lucky sold the stock of the 
Pic-A-Dilly and It's-A-Dilly off-price women's ap¬ 
parel division for cash and equivalents. Reported 
pretax earnings include losses related to these 
stores of $8.3 million for the year. 

On January 31, 1983, Lucky sold thirteen locations 
formerly operated as Memco department stores in 
the Washington, D. C. area at a $6 million pretax gain. 

During 1982, Lucky sold the stock of the restaurant 
subsidiary, Sirlom Stockade, Inc. The aftertax loss 
from operations for the year through the date of 
sale was $.9 million. The sale resulted in an after¬ 
tax loss of $4.6 million. 

On February 5, 1985, Hancock Textile Co., Inc., a 
wholly owned subsidiary of Lucky, purchased the 
stock of Minnesota Fabrics, Inc. for $42 miLlion in 
cash. Minnesota Fabrics operates over 100 retail 
fabric stores in the northeastern and north central 
part of the country. The results of operations of 
Minnesota Fabrics will be included m the Consoli¬ 
dated Financial Statements from the date of 
acquisition. 


CAPITAL EXPENDITURES 

Capital expenditures for 1984 were $188.5 million 
compared with $122.3 million in 1983. Total 
expenditures included $146.3 million to remodel 
existing stores and equip new stores, $12.6 million 
for new store buildings and $29.6 million for ware¬ 
house and distribution facilities. Our investment of 
$660.5 and $568.2 million in property and equip¬ 
ment at the end of 1984 and 1983 comprised: 


Property and Equipment 



Operating 

companies 

Real estate 
subsidiaries 


1984 

1983 

1984 

1983 

Buildings 

S 52.7 $ 37.8 

$ 96.3 $ 98.0 

Leasehold costs and 
improvements 

156.1 

106 5 

.8 

1.1 

Fixtures and 
equipment 

729.0 

6S5.1 

13.3 

13.4 


937.8 

799 4 

110.4 

112.5 

Less accumulated 
depreciation and 
amortization 

389.9 

350.4 

44.0 

39 5 


547.9 

449.0 

86.4 

73.0 

Land 

6.1 

S 2 

40.1 

410 


$554.0 

$464 2 

$106.5 

$114 0 


The real estate subsidiaries are wholly owned by 
Lucky, and most of their properties are leased to 
Lucky. The majority of these properties have been 
financed through various institutional lenders with 
mortgages equal to the ongmal investment and are 
pledged to secure the mortgage notes payable. 
This method of financing has allowed Lucky to 
own these properties with little initial cash outlay. 


Interest capitalized as part of the cost of develop¬ 
ing properties was $1.7 million m 1984 and $2.6 
million in 1983 and m 1982. 
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FINANCIAL REVIEW 


FINANCING 

In addition to funds supplied by operations, Lucky 
provides for its expansion program through var¬ 
ious short-term and long-term borrowings. 

SHORT-TERM BORROWINGS 

Short-term cash requirements may be met through 
borrowings under a revolving credit agreement or 
directly from banks on an uncommitted basis at 
negotiated rates or by the issuance of commercial 
paper. The commercial paper is supported by the 
Company’s bank credit lines totaling $210 million 
of which $145 million is in the form of a revolving 
credit and term loan agreement. 

The revolving credit and term loan agreement, 
effective March 1, 1984, permits Lucky to borrow 
on a revolving basis at the lower of the prime rate, 
offshore interbank offered rate plus .50 percent or 
a domestic fixed CD rate plus .65 percent during 
the first 18 months increasing thereafter by .25 
percent for all borrowing options. At the end of 
three years the Company may convert borrowings 
then outstanding or the entire $145 million into a 
four-year term loan. No compensating balances 
are required under this agreement, but the Com¬ 
pany is required to pay an annual commitment fee 
of .25 percent on the unused portion of the loan 
during the revolving period of the agreement. 

In addition, the Company has $65 million available 
under other bank lines of credit. These commit¬ 
ments require a .25 percent annual fee on the 
unused portion of the line. The borrowing rate is 
the lower of prime rate or the offshore interbank 
offered rate plus .375 percent. 


LONG-TERM OBLIGATIONS 

The 1984 yearend balances, excluding $7.8 million 
current instalments, are: 


Operating companies: 


8'/z% sinkmg fund debentures, 
due in 1996 

$ 8.9 

1114% notes, due m 1987 

50.0 

11%% sinkmg fund debentures, 
due in 2005, less $0.3 discount 

49.7 

8%o% to 9 'A% mortgage notes 

21 1 

Other 

19.3 


149 0 

Real estate subsidiaries: 


5/s% to 15%% moitgage notes 
(weighted average 9 5%) 

82.9 


$2319 


The 8>/a% sinking fund debentures, which were 
issued in 1971, are callable at prices decreasing 
from 102.5596 of face value in 1985 to 100% after 
1990. Annual sinking fund requirements of $1.25 
million through 1996 are met through 1989. The 
11 Va% notes were issued m 1980 and may be 
redeemed in whole or m part at any time com¬ 
mencing in 1985. The 11%% sinkmg fund deben¬ 
tures were also issued in 1980, are redeemable at 
prices decreasing from 108.21% of face value m 
1985 to 100% after 1999, and require annual sinkmg 
fund deposits of $2.75 million beginning m 1989. 
Required sinkmg fund deposits and principal pay¬ 
ments on long-term debt in each of the four years 
after 1985 are: 


Fiscal year 

Operating 

companies 

Real estate 
subsidiaries 

1986 

$ 3.0 

$ 3.2 

1987 

54.1 

34 

1988 

3.1 

3.7 

1989 

49 

39 
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FINANCIAL REVIEW 


(CONTINUED) 


LONG-TERM LEASES 

Most of our stores and some of our other facilities 
are leased from outside parties. Many of the 
leases have renewal options for periods ranging 
from five to thirty years. Some give us the option to 
buy the property at certain times during the initial 
lease term for approximately its estimated fair 
market value at that time, and some require Lucky 
to pay taxes and insurance on the leased property. 


Rent expense consists of: 



1984 

1983 

1982 

Minimum rent under 
operatmg leases 

$107.2 

$ 98.3 

$ 81.6 

Additional rent 
based on sales 
under all leases 

24.7 

227 

19.0 


$131.9 

$121.0 

$100.6 


Future minimum lease payments under capital 
and operating leases as of February 3, 1985 are 
as follows: 


Fiscal year 

Operatmg 

Capital 

leases 

1985 

$ 90.8 

$ 21.0 

1986 

90.2 

20 9 

1987 

88.1 

20.2 

1988 

88 3 

19 9 

1989 

87.1 

19 4 

Thereafter 

1,087.8 

233 5 

Tbtal minimum rent 

Executory costs 

Imputed interest 

Present value of net 
minimum lease 
payments mcludmg $6 4 
million classified as 
current portion of 
capital lease obligations 

$1,532 3 

334.9 

(.8) 

(175.3) 

$158 8 


INCOME TAXES 

In addition to federal income taxes, Lucky pays 
taxes on income to various states m which it 
operates. 

Other than investment tax credits, the only signifi¬ 
cant difference between income taxes computed 
using the federal statutory tax rate and the federal 
provision is the deduction allowed for state taxes 
on income. 


Provision tor Income Taxes 



1984 

1983 

1982 


Amount %’ 

Amount %* 

Amount %* 

Federal 

Current 

$68.4 39.4 

$75.9 39.3 

$65.6 37 2 

Deferred 

9.3 5.4 

5.4 2.8 

9.9 6.6 

Investment 

tax 

credits 

(11.3) (6.5) 

(8 3) (4.3) 

(9 0) (5.1) 

Tbtal 

federal 

66.4 38.3 

73 0 37.8 

66.5 37.7 

State 

Current 

12.6 7.2 

14 5 7.6 

11.4 6.5 

Deferred 

(.2) (.1) 

.1 

.8 .4 

Tbtal 

12.4 7.1 

14.6 7.6 

12.2 6 9 

Tbtal income 
taxes 

$78.8 45.4 

$87.6 45.4 

$78 7 44.6 


'Percent of earnmgs from continuing operations before 
income taxes 


Deferred income taxes result from timing differ¬ 
ences m the recognition of revenue and expense 
for financial and tax reporting purposes. The prin¬ 
cipal sources of these differences are our use 
of accelerated depreciation for tax purposes in 
contrast with our use of straight-line depreciation 
in the financial statements and accrual of ex¬ 
penses which will be deductible for tax purposes 
when paid. 


The present value of minimum rent payments 
under operating leases, calculated using our 
incremental interest rates at the inception of the 
leases, was approximately $605 million at Feb¬ 
ruary 3, 1985. 
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FINANCIAL REVIEW 


SHAREHOLDERS’ INVESTMENT 

Changes in shares outstanding and capital in excess of par value for 1982 through 1984 were as follows 
(shares in thousands, amounts in millions): 



Redeemable 
preference shares 

Common shares 
(authorized 
one hundred 
million shares) 

Capital m excess 
of par value 
of shares issued 


Shares 

Amount 

Shares 

Amount 


Balance, January 31, 1982 

236 

$17.5 

50,211 

$62.8 

$189.8 

Conversion of convertible securities and 
exercise of stock options 



173 

.2 

2.1 

Issuance of common shares m pooling of 
interests transaction 



215 

.2 

(.2) 

Balance, January 30, 1983 

236 

17.5 

50,599 

63.2 

191.7 

Conversion of convertible securities, exercise 
of stock options and redemption of 
preference shares 

(1) 

(.1) 

141 

.2 

1.8 

Balance, January 29, 1984 

235 

17.4 

50,740 

63.4 

193.5 

Conversion of convertible securities, exercise 
of stock options and redemption of 
preference shares 

(1) 


111 

.2 

1.4 

Balance February 3, 1985 

234 

$17.4 

50,851 

$63.6 

$194.9 


At February 3, 1985, 233,641 shares of the five mil¬ 
lion shares authorized of no par value preference 
shares were issued and outstanding. All shares 
have preference as to dividends and redemption 
value in liquidation and substantially all are con¬ 
vertible mto common shares. All are redeemable 
under sinking fiinds after various stipulated dates, 
225,641 shares at $100 a share and 8,000 shares at 
$50 a share. In event of redemption, excess of 
redemption value over carrying value will be 
charged to retained earnings. Redemption 
requirements through 1988 are not significant. 
Beginning m 1989, annual sinking fund require¬ 
ments are $2.3 million. 

The Company’s authorized capital also includes 
one hundred thousand preferred shares of $50 par 
value which are unissued. 


EMPLOYEE BENEFIT PLANS 
Stock Options: 

Stock option plans for employees were approved 
by the shareholders in 1978 and 1982. Options 
granted under both plans have been for a price 
not less than the fair market value at date of grant 
Under the 1982 plan, options for 2,500,000 common 
shares may be granted. These options may not be 
exercised within one year from the date of grant, 
expire six years from the date of grant and termi¬ 
nate, except to a limited extent m the event of 
retirement or death of the optionee, upon termina¬ 
tion of employment. Options under this plan are 
not exercisable while any previously granted 
option remains outstanding, but are exercisable 
thereafter at such times and in such instalments as 
the Management Compensation Committee of the 
Board of Directors shall determine at the time of 
grant. Options expire at such time as the Commit¬ 
tee shall determine at the time of grant, but no 
later than six years from the grant date. 
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FINANCIAL REVIEW 

(CONTINUED) 


Options outstanding at 
beginning of year 
Granted at $17.00 to $17.13 per 
share in 1984 and $18.75 to 
$23.25 per share in 1983 
Exercised at $13.25 to $17.75 per 
share in 1984 and $13.50 to 
$16 00 per share in 1983 


(93,997) (112,279) 
(145,833)1 (149,935)| 


Of the options outstanding at the end of 1984, 
1,164,686 have been granted under the 1982 plan 
at an exercise price of $13.25 to $23.25 per share 
(weighted average $15.09) and expire in the period 
April 1987 tlirough August 1990. Another 128,540 
have been granted under the 1978 plan at an exer¬ 
cise price of $14.75 to $23.25 per share (weighted 
average $18.23) and expire in the period June 
1985 through March 1991. At the end of 1984, 

484,617 were exercisable at $13.25 to $17.75 per 
share. Options for 1,099,920 shares are available 
for future grants. 

At February 3, 1985, 2,578,971 authorized but 
unissued common shares were reserved for issu¬ 
ance upon conversion of convertible securities 
and exercise of stock options outstanding. 

Retirement Plans: 

Substantially all of our employees are covered by 
trusteed, noncontributory Company retirement 
plans or by various multi-employer retirement 
plans under collective bargaining agreements. 

The cost of the Company plans was $7.9 million for 
1984, $9.4 million for 1983 and $8.9 million for 1982. 
Accumulated plan benefits and plan net assets as 
of the most recent actuarial valuation dates were 
as follows: 



Benefit improvements initiated in 1982 in certain of 
the Company plans are being phased in over four 
years. The effect of these changes was not signifi¬ 
cant for 1984; however, they increased retirement 
plan expense by $1.2 million and $1.0 million for 
1983 and 1982 and the present value of accumu¬ 
lated plan benefits shown for those years by $1.5 
million and $12.4 million. 

During 1983 certain changes were made in actuar¬ 
ial assumptions. Future compensation assumptions 
were revised and the rate of return assumptions 
were raised to seven percent from the six per¬ 
cent used in 1982. The effect of these changes 
decreased retirement plan expense for 1983 by 
$2.1 million and the present value of accumulated 
plan benefits by $10.8 million. 

The cost for employees covered by multi-employer 
plans was $59.2 million m 1984, $55.5 million in 
1983 and $50.6 million in 1982. Accumulated bene¬ 
fits and net asset information comparable to that 
shown above for Company plans is not now avail¬ 
able for the Company's employees covered by the 
multi-employer plans. 

Incantive Compensation Plans: 

Lucky has incentive compensation plans for store 
management and other management personnel 
covermg more than 3,350 employees. Provision for 
payments to be made under the plans is based 
on pretax earnings in excess of a specified return 
on capital employed in Lucky’s operations. The 
aggregate provision under both plans was $12.6 
million in 1984 and $16.1 million in 1983 and m 1982. 


LITIGATION 

Legal proceedings have been brought against 
Lucky for substantial damages under the antitrust 
laws and for certain other matters. Management 
believes that the charges made against the Com¬ 
pany m these pending cases are not justified and 
that it is unlikely that these lawsuits will have a 
material effect on the financial condition of the 
Company. 
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FINANCIAL REVIEW 


BUSINESS SEGMENT INFORMATION 

Lucky is a diversified retailer operating stores in 
three retail segments. Sales and earnings infor¬ 
mation for continuing operations is shown in the 
table below. 

There are no sales of significance from one busi¬ 
ness segment to another. General corporate 
expenses and net interest expense arising from 


general corporate debt and investments amounted 
to $10.0 million m 1984, $4.3 million in 1983 and 
$14.7 million m 1982. These .expenses enter mto the 
determination of pretax earnings of the business 
segments, havmg been allocated on the basis of 
sales (for general corporate expenses) or asset 
management (for interest income and expense). 



1984 

1983 

1982 

Sales: 

Food stores 

$6,206.6 67.2% 

$5,546.5 66.1% 

$5,186.4 65.0% 

Gemco stores 

2,326.2 25.2 

2,135.0 25.5 

2,113.5 26.5 

Specialty stores 

703.7 7.6 

706.7 8.4 

673.1 8.5 


$9,236.5 100.0% 

$8,388.2 100.0% 

$7,973.0 100.0% 

Pretax earnings from continuing operations: 

Food stores 

$ 119.8 69.1% 

$ 101.7 52.7% 

$ 92.1 52.2% 

Gemco stores 

22.8 13.1 

47.5 24.6 

36.9 20.9 

Specialty stores 

30.8 17.8 

43.8 22.7 

47.4 26.9 


$ 173.4 100.0% 

$ 193.0 100.0% 

$ 176.4 100.0% 

LIFO charge: 

Food stores 

Gemco stores 

Specialty stores 

$ 6.5 

1.2 

(.7) 

$ 5.0 

4.0 

(1.0) 

$ 6.4 

3.3 

3.3 


$ 7.0 

$ 8.0 

$ 13.0 


Assets employed are those directly identifiable 
by business segment or allocated on the basis of 
estimated usage. Corporate assets are principally 
cash and the corporate headquarters property. 


Assets employed, additions to property and 
equipment (other than property under capital 
leases) and depreciation and amortization are 
shown m the following tables. 



1984 

1983 

1982 

Assets employed: 




Food stores 

$ 905.5 50.3% 

$ 806.1 47.1% 

$ 727.3 45.2% 

Gemco stores 

480.2 26.7 

438.3 25.6 

490.3 30.5 

Specialty stores 

255.0 14.1 

286.4 16.7 

247.6 15.4 

Corporate 

161.1 8.9 

182.4 10.6 

143.9 8.9 


$1,801.8 100.0% 

$1,713.2 100.0% 

$1,609.1 100.0% 

Additions to property and equipment: 




Food stores 

$ 149.0 79.0% 

$ 90.1 73.7% 

$ 71.6 67.0% 

Gemco stores 

27.4 14.5 

23.7 19.4 

24.1 22.5 

Specialty stores 

12.1 6.5 

8.5 6 9 

11.2 10.5 


$ 188.5 100.0% 

$ 122.3 100.0% 

$ 106.9 100.0% 

Depreciation and amortization: 




Food stores 

$ 58.6 

$ 49.5 

$ 44.6 

Gemco stores 

21.4 

20.8 

20.5 

Specialty stores 

6.5 

6.8 

6.5 

Corporate 

.7 

.8 

.6 


$ 87.2 

$ 77.9 

$ 72.2 
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FINANCIAL REVIEW selected quarterly financial data (unaudited) 

(CONTINUED) 


(in millions except per share amounts) 



Per Common Share 


Sales 

Gross Margin 

Net Earnings 

Net Earnings 

Cash 

Dividends 

Pnce Range 
(NYSE) 

1984 

Fourth Quarter 

$2,617.1 

$ 613.4 

$ 36.4 

$ .71 

$ .29 

16%-19% 

Thud Quarter 

2,191.4 

506.7 

15.9 

.31 

.29 

16#-18% 

Second Quarter 

2,235.8 

507.4 

20.9 

.41 

.29 

15#-18# 

First Quarter 

2,192.2 

497.5 

21.4 

.42 

.29 

15%-19# 

Year 

$9,236.5 

$2,125.0 

$ 94.6 

$1.84 

$1.16 


1983 

Fourth Quarter 

$2,324.5 

$ 539.0 

$ 38.7 

$ .76 

$ .29 

1‘ VA-Zl/z 

Third Quarter 

2,026.7 

463.4 

18.4 

.36 

.29 

20%-24# 

Second Quarter 

2,039.3 

468.2 

21.4 

.42 

.29 

21 -25# 

First Quarter 

1,997,7 

457.1 

27.0 

.53* 

.29 

16%-22% 

Year 

$8,388.2 

$1,927.7 

$ 105.4 

$2.05* 

$1.16 



•Including 11® gam on sale ol Memco store locations. 

Per share amounts, based on average shares outstanding during each quarter, may not add to total for the year. 



SUPPLEMENTARY INFLATION INFORMATION (UNAUDITED) 

The financial statements which appear on pages 
14 through 16 are prepared in accordance with 
generally accepted accounting principles, which 
follow the historical cost basis of accounting. The 
statements reflect actual transactions expressed in 
the number of dollars earned or expended without 
regard to changes in the purchasing power of the 
dollar. Costs incurred over different periods of 
time are deducted from current revenues result¬ 
ing m reported earnings that match costs and rev¬ 


enues m dollars of differing purchasing power. 

In recognition of this result the Financial Accounting 
Standards Board (FASB) requires certam supple¬ 
mentary disclosures on the basis of current costs, 
which deal with changes in specific prices. 

In the supplementary information below the 1984 
earnings statement is shown restated on the basis 
of current cost. 


Consolidated Earnings 



Year ended February 3. 198S (m millions except per share amounts) 

As Reported 

Restated on 
the Basis of 
Current Cost 

Sales 

$9,236.5 

$9,236.5 

Cost of goods sold 

7,111.5 

7,111.5 

Selling, general and administrative expenses 

1,836.8 

1,836.8 

Depreciation and amortization 

87.2 

116.7 

Interest expense 

27.6 

27.6 

Earnings before income taxes 

173.4 

143.9 

Income taxes 

78.8 

78.8 

Net earnings 

$ 94.6 

$ 65.1 

Earnings per common share 

$ 1.84 

$ 1.25 

Effective tax rate—percent of pretax earnings 

45.4% 

54.8% 
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FINANCIAL REVIEW 


SELECTED SUPPLEMENTARY FINANCIAL INFORMATION ADJUSTED FOR CHANGING PRICES 


In addition to the restatement of current year earn¬ 
ings information, the FASB also requires selected 
financial information as reported, as well as some 
current cost information for the latest five years, to 
be expressed in average 1984 dollars (constant 


dollars), based on the average CPI for each of 
those years. The table below shows this informa¬ 
tion together with the average CPI used in the 
calculation. 


(in millions except per share amount.:; 

19S4 

1983 

1982 

1981 

1980 

Sales: 

As reported 

$9,236.5 

$8,388.2 

$7,973.0 

$7,133.7 

$6,391.1 

Constant dollars 

9,236.5 

8,741.3 

8,577.9 

8,117.1 

8,005.1 

Earnings from continuing operations: 
As reported 

94.6 

105.4 

97.8 

96.8 

90.8 

Current cost 

65.1 

81.7 

74.5 

84.8 

83.1 

Per common share: 

As reported 

1.84 

2.05 

1.91 

1.90 

1.80 

Current cost 

1.25 

1.58 

1.45 

1.66 

1.64 

Gam from decline m purchasing 
power of net monetary liabilities 

31.1 

35.6 

341 

74.2 

98.2 

Common shareholders' equity: 

As reported 

609.4 

573.6 

526.4 

491.1 

451.6 

Current cost 

1,042.2 

1,026.1 

1,003.5 

997.8 

997.2 

General rate of inflation greater (less) 
than increase m specific prices of. 
Inventory 

23.0 

22.9 

151 

32.8 

36.3 

Property, equipment and property 
under capital leases 

(.8) 

8.9 

29 

43.4 

103.8 

Cash dividends: 

As reported 

1.16 

1.16 

1.16 

1.13 

1.12 

Consiant dollars 

1.16 

1.21 

1.25 

1.29 

1.40 

Market price of common shares 
at yearend: 

As reported 

18.88 

18.63 

16.75 

13.00 

14.00 

Constant dollars 

18.64 

IS. 04 

17.82 

14.38 

16.78 

Average Consumer Price Index 
(for Lucky fiscal year; 1967 = 100) 

312.0 

299.4 

290.0 

274.2 

249.1 


At February 3, 1985 current cost of inventory was 
$807 million and the current cost of property and 
equipment and property under capital leases, net 
of accumulated depreciation and amortization, 
was $1,144 million. 

As the purpose of restatement is to remove as 
much as possible the effect of specific price 
changes on reported earnings, it should be 
expected that restatement would produce lower 
net earnings than reported. Cost of goods sold and 
depreciation and amortization are the only ele¬ 
ments of the earnings statement required to be 
restated. Sales and the other expenses in the earn¬ 
ings statement occurred evenly throughout the 
year and are presumed to be m current 1984 dol¬ 
lars. The adjustments reduce pretax earnings but 
do not change income taxes because such adjust¬ 
ments are not deductible for tax purposes. Thus, 
the effective tare rate on the restated earnings is 
much higher than on earnings as reported 


In the current cost restatement, the cost of goods 
sold is the same as reported due to our rapid turn¬ 
over of inventory (nine times during 1984) and our 
use of the LIFO method of accounting. Deprecia¬ 
tion and amortization have been determined using 
the same straight-line depreciation rates and 
depreciable lives as used m the primary finan¬ 
cial statements. 

Inflation also affects the purchasing power of mon¬ 
etary assets and liabilities. As the purchasing 
power of the dollar decreases with inflation, the 
monetary assets we own lose some of their pur¬ 
chasing power. Our monetary liabilities, on the 
other hand, will be paid with dollars of lower pur¬ 
chasing power as the result of inflation. This repre¬ 
sents a gain in purchasing power to us. Because 
Lucky is a moderately leveraged company we had 
a gam in purchasing power from those items of 
$31.1 million in 1984. Although such gains are a 
significant part of the effects of inflation on United 
States companies, the FASB requirements ex¬ 
clude them from net earnings as restated. 
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REPORTS 


REPORT OF INDEPENDENT ACCOUNTANTS 

lb the Board of Directors and 
Shareholders of Lucky Stores, Inc. 

In our opinion, the consolidated financial state¬ 
ments appearing on pages 14 through 25 of this 
report present fairly the financial position of Lucky 
Stores, Inc. and its subsidiaries at February 3, 1985 
and January 29, 1984, and the results of their oper¬ 
ations and the changes in their financial position 
for each of the three years m the period ended 
February 3, 1985, in conformity with generally ac¬ 
cepted accounting principles consistently applied. 


Our examinations of these statements were made 
in accordance with generally accepted auditing 
standards and accordingly included such tests 
of the accounting records and such other auditing 
procedures as we considered necessary m the 
circumstances. 




San Francisco, California 
March 22, 1985 


REPORT OF MANAGEMENT 1984 

Lucky's management has prepared the consoli¬ 
dated financial statements and is responsible for 
the integrity of the information in them, as well as 
for the other information in the annual report. We 
believe that the statements conform with generally 
accepted accounting principles appropriate to our 
business. The statements are based on our best 
judgments and estimates where required. 

In fulfilling our responsibilities for the integrity 
of financial information and for safeguarding 
assets, we rely upon a system of internal controls 
designed to provide reasonable assurance that our 
records accurately reflect our business transac¬ 
tions and that these transactions are m accordance 
with management’s authorization. Our system of 
control includes careful selection and develop¬ 
ment of people, written policies and procedures, 
a clearly defined organizational structure, and 
responsibility reporting with strong budgetary 
controls. These are supplemented by an internal 
audit staff which evaluates and reports to manage¬ 
ment on the adequacy of the records and the 
effectiveness of the controls 

The financial statements have been examined 
by Price Waterhouse, independent accountants 
appointed by the Board of Directors upon the 
recommendation of its Audit Committee. Their 


examination provides an independent review of 
management's discharge of its responsibilities for 
reporting Lucky's financial condition and results 
of operations. 

The Board of Directors monitors our internal con¬ 
trols through an Audit Committee composed 
entirely of directors who are not officers or em¬ 
ployees of Lucky. The independent accountants 
as well as the internal auditors have complete and 
free access to the Audit Committee, and the Com¬ 
mittee meets periodically with them and with 
financial management to ensure that each group 
is properly discharging its responsibilities. 



S Donley Ritchey 
Chairman of the Board and 
Chief Executive Officer 



Ivan Owen 

Senior Vice President and 
Chief Financial Officer 
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INFORMATION 



(yearend square feet in thousands; 

1985 Plan 

1984 

1983 

Food Stores 





Food Centers 

Average 31,500 Square Feet 




Lucky 

Opened 

34 

25 

19 

Eagle 

Acquired 

3 

32 


Food Basket 

Closed 

(20) 

(16) 

(5) 

Kash n’ Karry 

Converted from supermarkets 

2 

2 

7 


Yearend—stores 

484 

465 

422 


—square feet 

15,258 

14,546 

13,004 

Supermarkets 

Average 22,600 Square Feet 



Lucky 

Opened 




Eagle 

Acquired 


26 

5 

Food Basket 

Closed 

(12) 

(12) 

(13) 

Kash n’ Karry 

Converted to Food Centers 

(2) 

(2) 

(7) 


Yearend—stores 

143 

157 

145 


—square feet 

3,262 

3,528 

3,074 

Gemco Stores 

Average 110,000 Square Feet 




Opened 

3 

1 

2 


Closed 



(6) 


Yearend—stores 

80 

77 

76 


—square feet 

8,817 

8,489 

8,387 

Specialty Retailing 





Small department and 





apparel stores 

Average 11,200 Square Feet 




Yellow Front 

Opened 

6 

6 

15 

Pic-A-Dilly* 

Acquired 




It's-A-Dilly* 

Closed 

(1) 

(253) 

(23) 


Yearend—stores 

115 

110 

357 


—square feet 

1,298 

1,232 

2,136 

Automotive stores 

Range from 3,500 to 9,000 Square Feet 



Kragen 

Opened 

41 

44 

53 

Checker 

Acquired 




Honey’s* 

Closed 

(22) 

(106) 

(14) 


Yearend—stores 

396 

377 

439 


—square feet 

1,597 

1,503 

1,681 

Fabric stores 

Average 14,400 Square Feet 



Hancock 

Opened 

124 

24 

9 

Fabric Warehouse 

Closed 

(10) 

(5) 

(3) 


Yearend—stores 

323 

209 

190 


—square feet 

4,447 

3,009 

2,818 

Total 





Opened or acquired 

211 

158 

103 


Closed 

(65) 

(392) 

(64) 


Yearend—stores 

1,541 

1,395 

1,629 


—square feet 

34,679 

32,307 

31,100 


Sales per square foot of net selling space. 




Food stores 

$533 

$513 


Gemco stores 

$387 

$357 


Excluding food departments 

$260 

$254 
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TEN-YEAR SUMMARY 


(dollars in thousands except per share amounts) 

1984 
53 Weeks 

1983 

52 Weeks 

Salesf 

$9,236,529 

$8,388,155 

Percentage increase over prior year 

10.1 

5.2 

10-year compounded rate of increase 

12.9 


Average annual sales per food unit 

10,785 

10,066 

Earnmgst 



From continuing operations before income taxes 

$ 173,417 

$ 193,017 

Income taxes 

78,786 

87,617 

Earnings from continuing operations 

94,631 

105,400 

Percentage increase (decrease) from prior year 

(10.2) 

7.8 

10-year compounded rate of mcrease 

8.4 


As a percent of sales 

1.0 

1.3 

Earnings (loss) from discontinued operations, net of income tax 



Net earnings 

94,631 

105,400 

As a percent of average common shareholders' equity 

15.8 

18.9 

Earnings per common share 



Primary from continumg operations 

1.84 

2.05 

Primary net earnings 

1.84 

2.05 

Fully diluted from continuing operations 

1.81 

2.02 

Fully diluted net earnings 

1.81 

2.02 

Dividends 



Tbtal cash dividends paid on preference shares 

$ 1,370 

$ 1,372 

Tbtal cash dividends paid on common shares 

58,944 

58,814 

Dividends paid per common share. 



In cash 

1.16 

1.16 

Percentage of primary earnings per share* 

63.0 

56.6 

In shares 



Shareholders 



Number of common shareholders of record 

33,391 

33,284 

Number of common shares outstanding 

50,850,678 

50,739,660 

Price range of common shares on NYSE 

19.38-15.38 

25.25-16.62 

Other Information 



Current assets 

$ 975,158 

$ 973,548 

Current liabilities 

677,358 

657,684 

Working capital 

297,800 

315,864 

Long-term debt—operating companies 

149,008 

137,537 

Long-term debt—real estate subsidiaries 

82,895 

86,916 

Capital lease obligations—long-term 

152,466 

155,010 

Shareholders' equity: 



Preference 

17,400 

17,450 

Common 

609,442 

573,619 

Per common share 

11.98 

11.31 

Capital expenditures—operating companies 

188,462 

122,262 

Capital expenditures—real estate subsidiaries 



Depreciation and amortization 

87,223 

77,861 

Inventories 

688,520 

702,383 

Interest expense, net 

27,627 

21,900 

LIFO charge for the year 

7,000 

8,000 

Investment tax credits 

11,300 

8,300 

Income taxes—percent of pretax earnings 

45.4 

45.4 

Number of employees 

67,000 

65,000 


tSales and earnings for years 1974 through 1977 restated to reflect poolings of interests, years before 1982 restated to 
exclude discontinued operations. 
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1982 
52 Weeks 

1981 
52 Weeks 

1980 
52 Weeks 

1979 
S3 Weeks 

1978 
52 Weeks 

1977 
52 Weeks 

1976 
52 Weeks 

1975 

52 Weeks 

$7,972,973 

$7,133,676 

$6,391,095 

$5,736,459 

$4,592,219 

$3,977,156 

$3,589,261 

$3,186,308 

11.8 

11.6 

13.4 

24.9 

15.5 

10.8 

12.6 

15.7 

9,496 

8,659 

8,047 

7,575 

6,794 

6,043 

5,761 

5,530 

$ 176,430 

$ 168,766 

$ 160,828 

$ 178,505 

$ 152,610 

$ 125,545 

$ 98,695 

$ 96,439 

78,667 

71,944 

70,046 

81,390 

73,997 

60,751 

47,615 

46,630 

97,763 

96,822 

90,782 

97,115 

78,613 

64,794 

51,080 

49,809 

1.0 

6.7 

(6.5) 

23.5 

21.3 

26.8 

2.6 

17.6 

1.2 

1.4 

1.4 

1.7 

1.7 

1.6 

1.4 

1.6 

(5,535) 

(1,370) 

(324) 

979 

1,787 

1,681 

1,159 

1,449 

92,228 

95,452 

90,458 

98,094 

80,400 

66,475 

52,239 

51,258 

17.9 

20.0 

20.8 

26.3 

26 3 

25.4 

22.0 

23.6 

1.91 

1.90 

1.80 

1.99 

1.68 

1.37 

1.08 

1.07 

1.80 

1.88 

180 

2.01 

1.72 

1.41 

1.11 

1.10 

1.88 

1.87 

1.76 

1.91 

1.60 

1.30 

1.04 

1.04 

1.77 

1.85 

176 

193 

1.64 

1.34 

106 

1.07 

$ 1,374 

$ 1,374 

$ 1,468 

$ 1,249 

$ 168 

$ 200 

$ 208 

$ 218 

58,670 

56,667 

55,468 

48,252 

37,408 

29,565 

25,309 

23,062 

1.16 

1.13 

1.12 

100 

.83 

.71 

.63 

.58 

64 4 

60.1 

62.2 

49.8 

48.3 

50.0 

55.7 

48.9 





3% 

3% 

3% 

3% 

33,504 

34,738 

36,221 

38,016 

39,373 

38,694 

38,387 

38,667 

50,599,005 

50,211,072 

50,055,749 

49,182,688 

47,137,956 

42,022,784 

37,785,811 

36,644,229 

18 25-12.50 

17.25-12.25 

17.75-13.50 

17.75-14.13 

18.50-12.62 

15.85-12.62 

15.55-12.01 

15.79-9.55 

$ 890,265 

$ 783,865 

$ 743,057 

$ 683,057 

$ 580,303 

$ 507,441 

$ 454,333 

$ 391,600 

590,643 

551,850 

469,744 

449,278 

378,524 

332,554 

293,716 

244,897 

299,622 

232,015 

273,313 

233,779 

201,779 

174,887 

160,617 

146,703 

125,428 

124,281 

128,489 

42,624 

‘59,937 

72,172 

72,201 

82,817 

113,551 

103,023 

106,946 

110,415 

113,476 

71,775 

64,844 

52,983 

166,899 

177,152 

179,358 

156,767 

129,627 

126,669 

122,141 

111,600 

17,500 

17,500 

17,500 

18,852 

2,921 

4,426 

4,773 

4,845 

526,400 

491,127 

451,613 

406,079 

331,430 

279,527 

242,577 

230,382 

10.40 

9.78 

9.11 

841 

7.10 

6.03 

5.24 

4.99 

103,076 

88,489 

146,794 

93,217 

57,184 

52,100 

41,013 

38,871 

3,901 

64,984 



45,365 

8,761 

13,486 

4,000 

72,238 

67,966 

58,347 

50,383 

44,191 

40,087 

36,144 

33,059 

633,737 

611,930 

546,196 

530,328 

475,584 

388,760 

352,507 

309,649 

32,373 

31,080 

24,544 

21,750 

18,500 

18,542 

17,124 

15,609 

13,000 

25,000 

38,000 

27,022 





9,000 

11,800 

10,400 

7,878 

5,245 

4,007 

3,382 

3,247 

44.6 

42.6 

43.6 

45.6 

48.5 

48.4 

48.2 

48.4 

64,000 

66,000 

65,000 

63,000 

55,000 

47,000 

45,000 

42,000 


Years prior to 1978 have been adjusted for stock dividends 

•Based on earnings, shares outstanding and dividends as reported, before restatement for subsequent poolings 
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CENTRAL Lucky opeiates a variety of central facilities that sofigoods, jewelry, major appliances, automotive 

FACILITIES are an integral part of our retailing operations. products and fabrics. 

These include warehouses for receiving and stor¬ 
ing merchandise prior to distribution to the stores, Lucky also operates manufacturing and process¬ 
manufacturing and processmg facilities which ing facilities that produce a variety of selected, 

produce our own private label brand items and a high volume items sold m our stores. Our food 
large truck fleet. manufacturing and processing plants mclude five 

bakeries, four milk processing plants, a delica- 

Our seven major distribution centers are geo- tessen packagmg operation, two meat processmg 
graphically centralized in our various operating facilities, a beverage plant and an ice cream plant, 
areas and distribute food and nonfood merchan- Nonfood manufacturing operations mclude a house 
dise to our food and Gemco stores. These facilities hold chemicals and a photo processmg plant, 
are located m Buena Park, Irvine, San Leandro 

and Vacaville, California; Milan, Illinois; Westville, These central facilities significantly contribute 
Indiana and Thmpa, Florida. to the efficient operation and success of our 

retail stores. 

Additional facilities serve Gemco and our spe¬ 
cialty stores and mclude distribution centers for 



s__ • _ 

FOOD WAREHOUSES 

MANUFACTUR- DISTRIBUTING 

ING AND AND RELATED 

PROCESSING FACILITIES 

FACILITIES Grocery 

Bakery Produce 

Beverage Liquor 

Milk Processing Non-Food 

Ice Cream Frozen Food 

Meat Appliance 

Sausage and Automotive 

Luncheon Meats Fabric 

Jewelry 
Apparel 
Offices, Shops 
and Garages 


OTHER 

MANUFAC¬ 

TURING 

Household 

Chemicals 


Photo Finishing 
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SHAREHOLDER Annual Meeting Securities and Exchange Com- Registrar 

INFORMATION The annual meeting of share- mission by writing to the Secre- First Interstate Bank of Califor- 

holders will be held this year m tary at the executive offices. ma, 405 Montgomery Street, 

San Francisco on June 6, 1985, San Francisco, California 94104 

Proxies for use at the meeting Executive Offices 

will be solicited by the separate 6300 Clark Avenue, P.O. Box BB, Stock Exchange Listing 

mailing of a notice of the meet- Dub'in, California 94568 The common shares of the Com¬ 
ing, proxy statement and form of pany are listed on the New York 

proxy about May 4, 1985. Counsel and Pacific Stock Exchanges, 

Donahue, Gallagher, Thomas symbol LKS. 

Annual Report on Form 10-K & Woods, Oakland, California 

Shareholders may obtain at no 

charge a copy of Lucky’s 10-K Independent Accountants 
annual report filed with the Price Waterhouse 

Transfer Agent 

Bank of America, NT&SA, 

World Headquarters Bldg., 

San Francisco, California 94104 


31 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 



CORPORATE 

INFORMATION 


BOARD OF DIRECTORS 
Gerald A. Awes* 

Honorary Chairman. Formerly 
Chief Executive Officer 

William K. Dyer, Jr. *+ 

Retired Formerly Chief 
Executive Officer 

Wayne H. Fisher* 

Retired Chairman of the 
Executive Committee. Formerly 
Chief Executive Officer 

Don C. Frisbee 

Chairman of the Board of 
PacifiCorp, 

Portland, Oregon 

Stanley Hiller, Jr. 

Partner, Hiller Investment 
Company, private investments, 
Menlo Park, California 

Walter E. Hoadleyt 

Senior Research Fellow, Hoover 
Institution, Stanford University, 
Stanford, California. Formerly 
Executive Vice President and 
Chief Economist of Bank of 
America, NT&SA 

John H. Hoefert 

General Partner, 

John H. Hoefer & Associates, 
Belvedere, California 

Melvin B. Lane 

Vice Chairman, 

Lane Publishing Company, 
Menlo Park, California 

Mary E. Lanigart 

Retired. Formerly partner m 
Arthur Young & Company, 
certified public accountants, 

San Francisco, California 

John M. Lillie* 

President and 
Chief Operating Officer 

Ivan Owen 

Senior Vice President and 
Chief Financial Officer 

James A. Petilt 

Retired. Formerly President of 
Rancho del Viento, Inc., farming, 
King City, California 

•Executive Committee 
+Audit Committee 


Forrest A. Plant 

Partner in the law firm of 
Diepenbrock, Wulff, Plant 
& Hannegan, 

Sacramento, California 

S. Donley Ritchey* 

Chairman of the Board and 
Chief Executive Officer 

Dwight E. Stanford 

Retired. Formerly senior partner 
in the law firm of 
Stanford & McDonough, 

San Diego, California 

Joseph A. Woods, Jr. 

Partner in the law firm of 
Donahue, Gallagher, Thomas 
& Woods, Oakland, California 


OFFICERS 

S. Donley Ritchey 

Chairman of the Board and 
Chief Executive Officer 

John M. Lillie 

President and 
Chief Operating Officer 

Theodore F. Brunner 

Senior Vice President, Manufac¬ 
turing & Support Facilities 

Kenneth W. Cope 

Senior Vice President, 
Administration 

Lawrence A. Dei Santo 

Senior Vice President, 

General Merchandise 

Ivan Gwen 

Senior Vice President & 

Chief Financial Officer 

Leon W. Roush 

Senior Vice President, 

Food Operations 

Richard C. Biagi 

Vice President, Real Estate 

Richard M. Brooks 

Vice President, 

Finance & Treasurer 

Anne C. Broome 

Vice President, Controller 
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Alan R. Ceccanti 

Vice President, Meat 

James R. Clark 

Vice President, Planning 

Frank J. Dorsey 

Vice President, Warehousing, 
Distribution & Store Systems 

Lester C.Kranhold 

Vice President, Engineering 

Christopher M. McLain 

Vice President, Secretary 
& Counsel 

Walter A. Nelsen 

yice President, 

Produce Merchandising 

R. Lee Paulson 

Vice President, Management 
Information Systems 

Raymond H. Sweeney 

Vice President, 

Industry Relations 


DIVISION PRESIDENTS 

Stanley Brenner 

Gemco Division 

Dorris G. Cunningham 

Yellow Front Division 

Richard E. Goodspeed 

Florida Food Division 

Thomas F. Herman 

Automotive Division 

Jack A. Hoover 

Northern Food Division 

A. Gayle Paden 

Southern Food Division 

Pssquale V. Petitti 

Midwestern Food Division 


SUBSIDIARY PRESIDENT 

Morris 0. Jarvis 

Hancock "textile Co., Inc. 
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